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Systems  Software  Product  Growth 
Declines  In  Western  Europe 
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Outsourcing  is  the 
contracting  of  information 
systems  (IS)  functions  to 

external  vendors. 
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Systems  Integration,  Western  Europe 


Management  and  IT 
Consultancy  Congruence 

•  Andersen  Consulting 

•  Meritus 

•  CGS/United  Research 

•  CGS/lndex  Group 
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Total  IT  Expenditure 
Western  Europe,  1990 


Total  =  $216  Billion 
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Western  European  Systems 
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Systems  Integration,  Western  Europe 

Driving  Forces 
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Systems  Integration,  Western  Europe 
Key  Driving  Forces: 
Vendor  Perception 
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Systems  Integration,  Western  Europe 

Vendor  Targeting 


Major  organizations 

Industries  undergoing  radical  change 
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Strengths  and  Weaknesses  of 
Management  Consultancies 


Strengths 

Weaknesses 

High-calibre  personnel 

Expensive 

Credibility  with  user  top 

Sometimes  overrun  cost  and 

management 

timescales 

Business  consultancy 

Looking  for  repeat  business 

skills 

SESMP^W5/91-  7 


INPUT 


©  1991  by  INPUT.  Reproduction  Prohibited. 


r 


Systems  Integration,  Western  Europe 
Strengths  and  Weaknesses  of  Major 
Equipment  Vendors 
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Industry  Market  Opportunities 
Systems  Integration,  Western  Europe 
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Importance  in  Buying  Process 
Computer-Integrated  Manufacturing, 

Western  Europe 
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Vendor  Issues:  Alliances 

•  IBM  and  Coopers  &  Lybrand 

•  IBM  Approved  Industrial  Systems  Integrators 

•  Cincom  "CIM  Alliance"  Programme 

•  ASK  and  EDS 
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Vendor  Challenges 
Systems  Integration, 
Western  Europe 

Access  to  key  decision  makers 

Integration  architecture 

Building  key  partnerships 

Open  systems  and  product  branding 

Profitability 
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Nouvelles  Opportunites  autour 
de  la  Maintenance  des 
Logiciels  Internes 
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.  Operational  Software  Support 
(Software  Maintenance) 

•  Support  and  maintenance  of  in-house 
developed  software 

-  Two-thirds  of  all  software  activity 

-  Today  tine  smallest  outsourced  sector 

•  Largest  services  opportunity  of  the  1990s 

•  Centred  on  management  issues 
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Categories  of  Software  by  Source 

•  Class  A  In-house  developed 

•  Class  B  Custom/contracted 

•  Class  C  Application  products 

•  Class  D  System  products 
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Software  Maintenance 
Definitions 


•  Product  vendor 

-  Fixing  faults  in  software  product 

•  Services  vendor 

-  Keeping  each  client  happy 

•  IS  management 

-  Everything  done  after  software  goes  live 
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User  Case  Study 
Government  Sector 

Problem — Operational  software  support 

•  Improve  user  service/lower  costs 
Solution — Outsourcing 

Benefits 

•  >50%  cost  savings  on  staff  ~$70  p. a. 

•  8  full-time  staff  replaced  by  4  part-time 

•  System  life  extended  5  years 
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User  Case  Study 
Telecommunications  Sector 


Problem — Operational  software  support 

•  Free  up  staff  and  improve  user  service 
Solution — Outsourcing 

•  Mix  of  in-house  and  third-party  staffing 
Benefits 

•  1 9  staff  released  for  new  projects 

•  Call-outs  reduced  ten-fold 

•  Working  practices  adopted  by  client 
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Operational  Software  Support 
Outsourcing  Benefits 

•  Contracted  quality  of  service  for  users 

-  Better  performance  and  reliability 

-  Running  costs  known,  and  decreasing 

•  In-house  staff  released  for  new  projects 

•  IS  operational  efficiency  improved 

-  Proven  management  techniques 
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Operational  Software  Support 
Service  Vendor  Opportunities 


•  Support  and  maintenance  contract 

-  User  service  levels 

-  Hand-over  staffing  and  timing 

-  Emergency  services 

-  Software  maintenance/enhancement 

-  Procedures/methods  enhancement 

-  Management  control  and  reporting 
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Operational  Software  Support 
Product  Vendor  Opportunities 

•  Management  tools:  '  , 

-  User  service  levels 

-  IS  resources 
-Software 

•  Software  engineering  tools: 

-  CASE  tools,  whole  life  cycle 

-  Reverse,  re-engineering,  conversion 
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Conclusions 


•  Operational  software  support  services 

-  Untapped  market  opportunity 

-  Total  user  spend  -$44B 

-  Less  than  1%  is  outsourced 

•  Primary  need  is  IS  management  skills  rather  than 
software  engineering  tools 

•  Natural  fit  in  the  systems  operations  market 

•  Strong  vendor  marketing  is  needed 
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Network  Management  in  Context 
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What  is  it? 

Wliy  is  it  becoming 
a  major  factor? 


INPUT 


Key  Findings 

•  Value  added  from  services 

•  Technology  enhances  services 

•  Services  enable  competitive 
differentiation 


Source:  HBR  Article 
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Outsourcing 

Outsource  non-competitive 
activities 

Outsourcing  builds  flexibility 
Outsourcing  allows  focus 

Source:  HBR  Article 
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Beyond  Products: 
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Strategy 

HBR  March/April  1990 
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Recommendations 

•  Focus  on  core  services 

•  Outsource  other  activities 

Source:  HBR  Article 
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Outsourcing  is  the 
contracting  of  information 
systems  (IS)  functions  to 

external  vendors. 
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Outsourcing  Vendors 

•  Approaches  differ  greatly 

•  Variety  of  capabilities 
needed 

•  Partnerships/alliances 
result 
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Corporate 
Organization 

•  People 

-  How  many? 
-When? 

-  What  skills? 
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Potential  for 
revolution  is  there. 

Forecasts  are  based 
on  evolution. 
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Corporate 
Organization 

IT  and  IS  will  change  the 

organization 

How  will  it  operate? 
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Transition 
Management 

Dramatic  growth  potential 
IS  and  non-IS  components 
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INPUT 


13/90 
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Typical  Qroupe  Bull 
S!  Projects 

Client 

Protect 

Ansaldo  (i) 

Plant  automation 

DSS  (U.K.) 

OS!  network 

Post  Office  (F) 

Wor1<station  network 
for  financial  san/lces 

INPUT 

Systems  Integration,  W«fit«m  Su^ppf 

Vendor  Targeting 

•  Major  organlzatione 

•Industries  undergoing  radical 
changa 

•Companids  with  highly  didtributed 
Qporations 

INI»UT 

MN1 


.4) 


Systems  )nt«^retlQn,  Wdstom  Europe 

Management  and  IT 
Consultancy  Congruence 

•Andersen  Consulting 
*MerltU8 

•COS/Unlted  Research 
•CSC/lndex  Group 


INPUT 


Systdms  Integration,  Western  Europe 

Driving  Forces 

H99<1  for  competitive    Uit r 
advantage  autonomy 

8y9temt  ^ 

Integnrtien 

t 

Changed  Buslne^  Focus 


Out-«f-d«t8 
tntormatton 
system* 


INPUT 


R  E  C  E I U  E  D  FROM 


5.  8.199! 


2  9)4'? 


P.  ! 


JO* 


Outsourcing 
Developing  Market  Opportunities 


Systems  Management  Functions 


Transition  Applications  Applications 

Management       Maintenance  Management 


Systems 
integration 


Systems 
Operations 


ins  Professional    ^-^^  ^ 

Services 


Applications 
Software 


Network 
Services 


Turnkey 
Systems 


Processing 
Services 


Delivery  Modes 


V  

MEMAP-PL-22 
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Total  IT  Expenditure 
Western  Europe,  1990 


Total  =  $216  Billion 


MEMAP-PL-  23 
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Consultant 
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Western  European  Systems 
integration  Market 
1990-1995 


10 

O  8 

I 


i  6 
^  4 


1 989  Total  Market 
-  $2.0  Billion 


<7 


1990    CAGR  1995 
25% 
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Western  European  Systems  Integration  Market 

1990-1995 


10 


8 


c 

i  6 

CQ 
Z) 


0 


1989  Total  Market  =  $2.0  Billion 

7.7 


1990 


CAGR 
25% 


1995 
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Systems  Integration,  Western  Europe 

Driving  Forces 

Need  for  Out-of-Date 
Competitive  User  Information 

Advantage       Autonomy  Systems 


Systems 
Integration 


t 

Changed  Business 
Focus 


 INPUT-^ 
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Systems  Integration,  Western  Europe 
Key  Driving  Forces: 
Vendor  Perception 


Level  of 

Factor 

Importance 

Lack  of  in-house 

Very 

technical  capability 

High 

Lack  of  in-house 

High 

IS  resources 

Migration  to  open 

Medium- 

systems 

High 

Need  to  link 

Medium- 

heterogeneous  equipment 

High 

V  
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Systems  Integration,  Western  Europe 
Key  Players  In  Buying  Process 


Player 


Vendor 
type 


Equip. 
Vendors 


Prof.  Serv. 
Vendors 


Mgmt. 
Consult. 


Client  board-level 
personnel 

Head  of  information 
systems 

Client  middle 
management 


High 


High 


Low 


Medium 


Very 
High 

High 


Very 
High 

Medium 


Medium 


V  
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Systems  Integration,  Western  Europe 

Vendor  Targeting 


•  Major  organizations 

•  Industries  undergoing  radical  change 

•  Companies  with  highly  distributed 
operations 


\  
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Systems  Integration,  Western  Europe 
Strengths  and  Weaknesses  of 
Management  Consultancies 


Strengths 

Weaknesses 

High-calibre  personnel 

Expensive 

Credibility  with  user  top 

Sometimes  overrun  cost  and 

management 

timescales 

Business  consultancy 

Looking  for  repeat  business 

skills 

V  - 
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Systems  Integration,  Western  Europe 
Strengths  and  Weaknesses  of  Major 
Equipment  Vendors 


Strengths 

Weaknesses 

Stability 

High-calibre  personnel 
Account  management 

Business  consultancy  skills 

Lack  of  proven  track  record 

Lack  of  independence 

Lack  of  development 
expertise/resources 

v  
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Systems  Integration,  Western  Europe 
Strengths  and  Weaknesses  of 
Professional  Services  Vendors 


Strengths 

Weaknesses 

Relationship  with  IS 

Business  consultancy  skills 

management 

Project  management 

Perceived  technical 

skills 

orientation 

Implementation/ 

Lack  of  access  to  user 

technical  skills 

top  management 

v  
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Discrete  Manufacturing  Sector  -  Western  Europe  1991-1996 


INPUT 
(1 


Exhibit  VI-3 

Importance  in  Buying  Process 
Computer  Integrated  Manufacturing,  Western  Europe 


User  Personnel 

Degree  of  Importance 

Top  management 
Manufacturing  management 
IS  management 

High 

Medium  -  High 
Medium  -  High 

ME-IDl 
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Exhibit  VI-4 

Importance  in  Lead  Generation 
Computer  Integrated  Manufacturing,  Western  Europe 


Vendor 
Category 

of  Lead 
Generation 

Equipment 
Vendors 

Professional 
Services 
Vendors 

.Vendors 

Account  Managers 

High 

Medium 

^^^^^^^ 

New  Business 
oaies  rorce 

High 

High 

Collaboration 
Partners 

Medium 

High 

Medium 

External 
Consultants 

Low 

Medium 

High 

ME-IDl 
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Discrete  Manufacturing  Sector  -  Western  Europe  1991-1996  INPUT 


Vendor  Issues: -^iflttdbelatioif  f\LU€UAces 

IBM  Approved  Industrial  Systems  Integrators 
Cincom  "CIM  Alliance"  Programme 
SiciiiCiis  and  Lucas  E  &  G " 
ASK  and  EDS 
iSligos-aadMcsarteam 


ME-IDl 
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DESTINATION 
FAX  NUMBER: 
ATTENTION 


FAX  TRANSMITTAL  FORM 

Hi/ 


NXJMBER  OF  PAGES:   [___  Of  f 


CONFIDENTIAL  CORRESPONDENCE:     Yes    No 

URGENT:    Yes  >^  No 


DESCRIPTION i 


flfio      SddL      ^       Lylr^Uj      ^^r^^tc.     LUiu     cJt-^  /fcs^-^- 


********************************************************* 

FROM:  QmCt^^H.  ^_7-r^^   ^  

DATE :  '\X'^  I  f  / '^i  /  

INPUT:  i-s>^  la^>^   .  

Project  Charge  Code;  


INPUT  LTD.  Directors:  P.A.  Cunningham  (U.S.A.),  P.  Cunningham,  K.W.L  Hocking,  P.  Lines 
Registered  Office:  Rolls  house,  7  Rolls  Building,  Fetter  Land,  London  EC4A  INM 
Reglsierea  in  England  Nq.  14?041G 
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Operational  Software  Support 
(Software  Maintenance) 

•  Support  and  maintenance  of  in-house 
developed  software 

-  Two-thirds  of  all  software  activity 

-  Today  the  smallest  outsourced  sector 

•  Largest  services  opportunity  of  the  1990s 

•  Centred  on  management  issues 


ME-SMl  Exhibit  11-1 
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Categories  of  Software 
by  Source 

•  Class  A  In-house  developed 

•  Class  B  Custom/contracted 

•  Class  C  Application  products 

•  Class  D  System  products 


ME-SMI  Exhibt  11-2 
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Software  Maintenance  Definitions 


•  Product  Vendor 
-  Fixing  faults  in  software  product 


•  Services  Vendor 

-  Keeping  each  client  happy 

•  IS  Management 

-  Everything  done  after  software 
goes  live 


European  User  Software  Budgets 


INPUT  ^ 


HE-SMl  BtJubd  11-3 


In-House  ]  Outsourced 


Products  & 
Development 


44W^~  

1990  Total:  $90  Billion 


Support  & 
Maintenance 
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European  User  Software  Budgets 


60  J 
50  -■ 
40  -■ 
30  -- 
20  -■ 
10  -. 
0  -- 


1990 

□  Provide  Software 
^  Support  Software 


c 
o 


ffl 


6.1 


Sys&ms 
Products 


0.8 

Application 
Products 


■+- 


11.5 


2.5 
External 
Contractor 


In-House 
Staff 
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User  Case  Study  -  Government  Sector 

Problem  -  Operational  Software  Support 

•  Improve  user  service  /  lower  costs 
Solution  -  Outsourcing 

Benefits 

•  >50%  cost  saving  on  staff  ~$70K  p.a. 

.  8  full-time  staff  replaced  by  4  part-time 

•  System  life  extended  5  years 


■ir  iMi 
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User  Case  Study  - 
Telecommunications  Sector 

Problem  -  Operational  Software  Support 

•  Free-up  staff  &  improve  user  service 
-IH-                   Solution  -  Outsourcing 

.  Mix  of  in-house  and  3rd-party  staffing 
Benefits 

•  19  staff  released  for  new  projects 
.  Call-outs  reduced  ten-fold 
.  Working  practices  adopted  by  client 


ME-SMl  Btfubrt  11-7 
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Operational  Software  Support  - 
Outsourcing  Benefits 

.  Contracted  quality  of  service  for  users 

-  Better  performance  and  reliability 

-  Running  costs  known,  and  reducing 

.  In-house  staff  released  for  new  projects 
.  IS  operational  efficiency  improved 

-  Improved  operations  practices 

-  Proven  management  techniques 


ME-SMl  E>Jiib<t  11-8 
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Operational  Software  Support  - 
Service  Vendor  Opportunities 


•  Support  and  maintenance  contract 

-  User  service  levels 

-  Hand-over  staffing  and  timing 

•  Emergency  services 

•  Software  maintenance/enhancement 

•  Procedures/methods  enhancement 

•  Management  control  and  reporting 
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Operational  Software  Support  - 
Product  Vendor  Opportunities 

•  Management  tools: 

-  User  service  levels 
-  ('l                             -  IS  resources 

-  Software 

Software  engineering  tools: 

-  CASE  tools,  whole  life-cycle 

-  Reverse,  re-engineering, 
conversion 

 INPUT 
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Conclusions 


Operational  software  support  services 

-  Un-tapped  market  opportunity 

-  Total  user  spend  ~$40M 

-  Less  than  1%  is  outsourced 

Primary  need  is  IS  management  skills  rather 
than  software  engineering  tools 

Natural  fit  in  the  systems  operations  market 

Strong  vendor  marketing  is  needed 
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Telex  171407  Fax  (415)  961-3965 
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DESTLNAITON: 
FAX  NUMBER; 
ATTENTION: 


AX  TRANSMITTAL  FORM 
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Telephone  Number/Location . 


NUMBER  OF  PAGES:   1    OF  3^ 

Confidential  Yes   No  

Urgent  Yes  

DESCRIPTION:  


No_ 


4V  ove^yifofiftYi 


As  '. 


FROM:     /tUI?,  Iv-^Jn^  Cfc) 

DATE:   Up^^ 

INPUT 

Project  Charge  Code:      A  IS^ 

FILE:         CHRON   ^CONTACT  OTHER 

Specify:  


RCV    by: XEROX  TELECOPIER  7010  ;   5-23-91     12:07AM  ;  CC ITT 

EXP:    CABINET   INPUT  1991-05-23      10: 05     GI-96   S  #2 


RiUjpLiI  dyb  Domaines 

d'lntervention 
et  d'AnalyseX.ci'lNPUT 


Syivie  B^nech 


INPUT 
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EXP  :_   CABIJ^ET  ^INPUT  1991-05-23      10:  06     6  3-96   S  #3 

'"    "  •"       •     •  ilTllllll  I       Ml— 1^^^— -'"  _'"__L    •  J  , ..-  -  _ 


PAC;   D'iDENflTE      1991-0'5-23     02«34     63-96  S     BIEN   RECU  #3 


RCU     by: XEROX  TELECOPIER  7010  ;    5-23-91     12:08OM  ;  CCITT  G3-i 
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INPUT  Etudie,  Analyse,  Consellle 


I  Industrie  des  Logiciels  ^^Services 

N  Numdration,  Evaluation  des  Marches 

P  Prestations,  Segmentation  de  I'Offre 

U  Utilisateurs,  leurs  Motivations  J^^ttentes 

T  Tendances  d'Evolution,  Anticipations 
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INPUT  Etudle,  Analyse,  Conseille 


I  ^^^^  ^dustrie  des  Logiciels  aw^Services 
N  ^  ^umdration,  Evaluation  des  Marches 
I        -P*restations,  Segmentation  de  I'Offre 

J^ilisateurs,  leurs  Motivations^aA^ttentes 
^endances  d'Evolution,  Anticipations 
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Industrie  des  Sarvieea  Iws^ 

Nombreux  sont  les  acteurs  * . . 


Expertise  des 
Systemes 
d'Information 


DeveloppeursN  /  A 
De  Logfciels  ^  '  ^  ^ 


Expertise  de  TActivitd  des 
EnMlDrises 


INPUT 


PAS  D'IDENTITE     1991-05-23     02«35  S     BIElS  RECU  #5 
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Numeration  ani^  Evaluation 
du  Potential  des  Marches 

D6pense  finale  des  utilisateurs 
Analyse  des  marches  non-captifs 
Matdriels  exclus  sauf  en  cas  dlnt^gration 
Europe— 13  pays,  USA,  Japon,  Monde 


$$ 
$$$ 

$$$$ 
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Prestations  Offertes  et 
Segmentation  des  Marches 


T^tal 
Industry 


Logipiels 
Systeme 


Progiciels 
Appncatifs 


Prestations 
Intellectuelles 


Prestations 
de  Traltement 


Services 
Client 


Svstdmes 
Cle  en  main 


Integration  .  ^ 
de  Syst^mes  I  A 


^'Systems  i  j 
Operations-FM  ■  ^ 


Services 
de  Reseau 
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:n  9 


Tendances  d'Evolution  des  Marches 

vU^JU V"        cey ' —  f/^CA   

/Rentabillt6? 


Demande? 


Downsizing? 
Valeur 


Open 
Systems? 


Ajout6e? 


Outsourcing 


Europe? 


Acquisitions? 


3a  \N  v*^''^^^^ 


« 
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FAX  NUMBER: 
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FAX  TRANSMTTTAL  FORM 
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NUMBER  OF  PAGES:   1_0F  2- 

Confidential   Yes   No 

Urgent  Yes  

DESCRIFnON: .  


No_ 


or 


FROM:     IVmA^  "^AlotACr. 


DATE; 


Project  Charge  Code:  iVl^^^'fe 

FILE:         CHRON   ^CONTACT  OTHER 

Specify:  
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Telex  218  495F  Fax  (33^1)  42  77  85  82 


FAX  TRANSMITTAL  FORM 
DESTINATION;  J^f^^-aT  Vj  ■ 

FAX  NUMBER: 


ATTENTION: 


NUMBER  OF  PAGES: 


CONFIDENTIAL  CORRESPONDENCE:     Yes   No 

URGENT:  Yes         A-."'^  No   


DESCRIPTION; 
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A  propos  d'  INPUT 


INPUT,  societe  Internationale,  leader  dans  1' analyse  des  Marches  des  Services 
lies  aux  Technologies  de  ITnformation,  delivre  des  etudes  marketing  et  du 
conseil  k  1' ensemble  des  prestataires  impliques  sur  ces  marches. 

Depuis  sa  creation  en  1974,  INPUT  analyse  en  permanence  les  differents 
segments  du  marche — prestations  intellectuelles  et  de  traitement,  logiciels 
syst^me  et  applicatifs,  syst^mes  cle  en  main,  services  de  reseau,  services  client, 
integration  de  syst&mes,  FM — et  leur  penetration  par  secteur  vertical  (banque, 
assurance,  Industrie,  distribution). 

Les  interventions  d'INPUT  peuvent  satisfaire  des  besoins  d'informations 
operationnels,  tactiques  et  strategiques  (analyse  de  concurrence,  attentes 
d'utilisateurs,  potentiel  de  marche,  recherche  de  partenaire...). 

Les  ressources  d'INPUT  sont  accessibles  sous  forme  de  souscription  k  des 
programmes  annuels,  d' acquisition  d'etudes  multi-clients,  de  recherches 
specifiques  et  confidentielles,  de  participation  aux  conferences  specialisees, 
d'abonnement  k  des  newsletters. 

La  societe  compte  plus  de  100  personnes  dans  le  monde  dont  une 
cinquantaine  de  consultants,  experts  sur  les  Marches  des  Logiciels  et  Services. 

INPUT  beneficie  de  references  de  clients  notoires  et  parmi  les  plus 
importantes  societes  mondiales  dont  elle  accompagne  depuis  de  nombreuses 
annees  la  croissance. 
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